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GENERATIONALLY DRIVEN INFLUENCE OF ROLE-MODELS ON 

ENTREPRENEURSHIP: ‘INSTITUTIONAL MEMORY’ IN A 

TRANSITION ECONOMY 

 
 

 

Abstract: 

The paper examines the differential impact of entrepreneurial role models over 
entrepreneurial activities at different stages of an individual’s life cycle in Romania. To 
attain this objective, we adopt a socio institutional approach to entrepreneurship. We 
carry out a Rare Events logit model using a robust Romanian dataset from 2006. The 
main contribution of the study indicates that the effect of entrepreneurial role models on 
entrepreneurial activities is generationally driven. Our results indicate that, together 
with the lack of positive role models, older individual are affected by an ‘institutional 
memory’ inherited from their exposition to a framework based on central planning, 
diluting the positive effect of role models over entrepreneurship. To the contrary, 
younger individuals, who have been mainly exposed to a market based economy, have a 
more positive societal valuation of entrepreneurial examples which increases the 
positive effect that the knowledge of an entrepreneur has on their attitudes towards 
entrepreneurial activities.  
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1. INTRODUCTION 

 

The presence of individuals that have started their own businesses has been found to 

influence others within their social network towards a similar behaviour (Wagner, 2004; 

Lafuente et al., 2007 and Vaillant and Lafuente, 2007). A positive entrepreneurial 

example leads to an increase in the likelihood that other agents also become 

entrepreneurs (Speizer, 1981). Thus, the higher the number of entrepreneurs, the higher 

the likelihood that other agents, within a socially tight context, will change their 

propensity towards an entrepreneurial career (Gibson, 2004). Once a critical mass is 

overcome, the local institutional framework evolves to include a new social cognitive 

perception that is more fertile for entrepreneurial activity. Regions therefore differ in 

their entrepreneurial propensity, according to Fornahl (2003), because of ‘small 

historical singularities’ that lead to a situation in which regions develop different 

common cognitive perceptions, influencing the diffusion of new positive examples 

(Role-models). As a consequence, the acceptance of entrepreneurial activity within the 

region becomes socially embedded.  

 

The impact of these entrepreneurial role models over the likeliness of individuals to 

engage in entrepreneurial activities has been empirically demonstrated to vary across 

territories with different institutional frameworks, often explaining part of the variances 

in entrepreneurship levels from one territory to another (Lafuente et al., 2007 and 

Vaillant and Lafuente, 2007). 

 

The argument that supports this lies on the evolutionary institutional path that some 

regions adopt, which can gradually lead to the embedded character of informal 
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institutions as a result of their cultural content (North, 1981, 1990). According to North 

(2005) there can exist ‘radically differential’ performance of economies over long 

periods of time due to the general path dependency of institutions. 

 

However, formal institutions are subordinate to informal ones in the sense that they are 

the deliberate means used to structure the interactions of a society in line with the norms 

and cultural guidelines that make up its informal institutions (North, 1995). Policy 

making that attempts to change the formal institutions of society will therefore have 

little success if it does not first adjust the informal institutions in a compatible way. The 

difficulties rise from the fact that, whereas a governing body can influence the evolution 

of a society’s formal institutions in a rather direct way, informal institutions are much 

less tangible and usually fall outside the direct influence of public policy. They can be 

moulded, but tend to resist change and take time to evolve towards new social norms. 

 

But what happens to the impact of entrepreneurial role models when extraordinary 

events occur which bring about radical institutional change to a territory. Does the role 

model effect that existed under the previous institutional framework automatically 

disappear? Or is there an institutional memory which can help maintain the influence of 

entrepreneurial role models beyond the change in direction of a society’s institutional 

evolutionary path? 

 

And in the case of transition economies that have passed from formal institutional 

frameworks based upon central planning to ones oriented towards a market economy, 

does the near absence of entrepreneurial role models under central planning affect 

today’s entrepreneurial activity within market institutions? Entrepreneurship is a key 
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ingredient required for these countries to consolidate their sprouting market economies. 

The lack of positive role models under a planned economic institutional framework, or 

rather the presence of perceived negative ones emanating from the informal and 

underground economies, could be still today weighing down the efforts to promote 

entrepreneurship. This appears to dilute the potentially positive effect of entrepreneurial 

role models over business creation. But how could this affect those younger individuals 

that have lived most of their lives under a market system? Could the influence of role 

models over entrepreneurial activity be generational? Could there be ‘institutional 

memory’ when it comes to entrepreneurial role models and their effect over 

entrepreneurship? Could this institutional memory be limiting the positive impact of 

entrepreneurial role models over business creation in an ex-planned economy such as 

Romania? 

 

This paper attempts to answer this last question and consequently help give leads to 

answering the remaining questions found in the previous paragraphs. Therefore, in 

consonance with the important institutional changes that occurred in Romania during its 

transition from a planned to a market economic system, our main research objective 

guiding this paper is to identify whether the impact of role models over entrepreneurial 

activity in that country is generationally driven. 

 

The remainder of the paper is organised as follows. Section two presents our literature 

review. Section three describes our methodological approach. Section four comprises 

our empirical findings and our final conclusions are presented in section five.  
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2. LITERATURE REVIEW 

 

The growing awareness over the last decades of the importance of new enterprises and 

SMEs within economic development has led many public administrations from all 

political ideologies and of all administrative levels to develop policy favouring and 

stimulating the creation of new enterprises (European Commission, 2003a). 

 

Entrepreneurial activity has also attracted the interest of many researchers who have 

demonstrated that increase levels of entrepreneurial activity can have positive 

repercussions on employment generation (Storey, 1982, 1988, 1994; Kirchoff and 

Phillips, 1988, 1992 and White and Reynolds, 1996), on economic growth (Sexton, 

1986; Dubini, 1989; Storey, 1994 and Wennekers and Thurik, 1999), and on innovation 

(Drucker, 1984, 1985; Pavitt et al., 1987; Acs and Audretsch, 1988 and Acs and Varga, 

2004). 

 

However, although the positive repercussions of entrepreneurial activity and business 

creation has reached considerable acceptance, which consequently has led to important 

policy efforts for the support and promotion of entrepreneurship, much less agreement 

exist on the factors that positively contribute to stimulating entrepreneurial activity. 

 

Bygrave (1995) developed an entrepreneurial process model with the aim to determine 

the critical factors that give birth to new enterprises. The entrepreneurial process is 

placed at the centre of a framework composed of personal, sociological, and 

environmental factors that influence the different steps of the entrepreneurial process 

and consequently the creation of new enterprises. One of the most consistent factors 
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included within Bygrave’s entrepreneurial process is the presence of entrepreneurial 

role models because, according to this model, they play an important part in facilitating 

opportunity detection and business idea generation within the initial Innovation stage of 

the entrepreneurial process. Role models also can act as a stimulus within the 

Triggering Event stage. Finally, the presence of positive entrepreneurial examples, 

according to Bygrave (1995) is very important during the Implementation stage since 

‘knowing successful entrepreneurs makes the act of becoming one yourself seem much 

more credible’. Someone who is in close contact with an entrepreneurial Role-Model is 

more likely to develop the desire and confidence needed to create their own business. 

 

Following Shapero (1971), Veciana (1980), and Shapero and Sokol (1982), who 

remarked the importance of positive examples over the decision to become an 

entrepreneur, Fornahl (2003) proposed that amongst the factors influencing 

entrepreneurial activity, the role of positive entrepreneurial examples is especially 

important. The presence of entrepreneurial Role-Models strongly influences the 

cognitive representation of economic agents and strongly influences their behaviour 

through the different decisions needed to become an entrepreneur (Krueger, 1993). The 

argument is that the ‘development and the related likelihood of discovering 

entrepreneurial opportunities and increasing the willingness to start a new firm is 

strongly influenced by positive examples, so-called role models’ (Fornahl, 2003: 50). 

These positive examples have two main effects, first, it may make it easier to discover 

and act upon entrepreneurial opportunities if other similar and successful business 

opportunities, identified by others, can serve as references. Second, entrepreneurial 

example leads to a (re-) allocation of cognitive attention to certain opportunities or 

business conceptions affecting the direction of the active search, and perception, of 
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opportunities as well as the confidence in ones own entrepreneurial possibilities. A 

positive example leads to an increase in the likelihood that other agents also become 

entrepreneurs (Speizer, 1981), since the internal reaction of an individual influenced by 

a role model is that “if she/he can, why can’t I?” (Veciana, 1980). 

 

As a result many entrepreneurship support policies are making use of entrepreneurial 

role models as a tool to help stimulate entrepreneurial behaviour. According to the 

European Commission’s Green Paper on entrepreneurship, an essential tool for the 

promotion of an entrepreneurial culture and positive attitudes towards entrepreneurship 

is “providing role-models through the ‘showcasing’ of success stories” (European 

Commission, 2003a: 21). 

 

We therefore formulate the first hypothesis to be tested within this study in order to 

empirically verify the existence and weight of the role model effect upon the 

entrepreneurial activity of the observed sample of Romanian adults. 

 

H1: If an individual personally knows an entrepreneur, he/she will be more likely to be 

involved in entrepreneurial activities.  

 

North (1981, 1990 and 2005) explains how the performance of economies is influenced 

by institutional change. According to this author, the interactions between institutions 

and organisations (economic, political, or social) shape the direction of institutional 

change and ultimately the performance of economies. Institutions determine the 

opportunities of society and organisations are created to take advantage of these 

opportunities. As the organisations evolve, they alter the institutions. The resultant path 
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of institutional change, according to this author, can lead to a ‘lock-in’ that comes from 

the symbiotic relationship between institutions and evolving organisations as a 

consequence of the incentive structure provided by those institutions and the dynamic 

feedback process by which human beings perceive and react to changes in the 

opportunity set’ (North 1990: 7). But for this to occur there needs to be an adequate 

supply of entrepreneurs who are able to detect and act upon these changes in the 

opportunity set of the economy. If not, there will be an organizational gap and the 

economy runs the risk of entering a stagnant situation where institutions come to serve 

the sole purpose and interests of maintaining existing organisations. 

 

This is why stimulating entrepreneurship becomes a fundamental task of policy makers 

in transition economies to ensure the proper institutional development that will lead 

towards a dynamic market economy. For these economies that have experience the 

traumatic change from a planned economy, where the state had the sole control of 

creating new organisations and individual economic initiatives were stifled, to a market 

based economy (dependent on private initiatives), the institutional change will tend to 

generate important organisational gaps. 

 

Before 1990 Romania, as the rest of former communist countries in Eastern Europe, 

was characterised by a centrally planned economy, where the economic environment 

was dominated by large state-owned firms producing few consumer goods. Under this 

system (Stage 1 in Figure 1), legal codes and courts were practically moot since 

regulated transactions only existed between state-owned companies. Self-employment 

was almost totally prohibited through implicit elements, i.e., ideological motivations 

more aligned to the Communist economic view of markets and labour conditions. In 
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addition, price and salary controls, the centralised allocation of key inputs, such as 

energy, credit and industrial materials, shortages of other factors as well as the nature of 

the legal and bureaucratic structures clearly hindered any formal effort related to 

entrepreneurial activities (McMillan and Woodruff, 2002). The formal private sector 

under Romanian planned economy was insignificant and restricted to small private 

farming, small-scale domestic construction and certain specialist repair workshops 

(Stoica, 2004). Despite the repressive control on economic life, an illegal economy 

focused on trade and repair services, currency speculation and misappropriation of 

goods from state companies emerged in parallel to the legal economy (Neef, 2002). This 

underground sector was, nevertheless, tolerated by the Romanian regime in order to 

attenuate the effects of systematic economic crisis (Stoica, 2004).  

 

Therefore, we argue that in this stage entrepreneurship was neither a career alternative 

nor perceived as positive by society. Individuals might have been unwilling to assume 

the economic and political risks and punishments linked to private business ventures.  

 

With the breakdown of the planned economy in 1990, Romania underwent a deep and 

troubled reform process. At this point, we remark that in this paper we only consider 

significant institutional changes that may affect entrepreneurial activities. Tismaneanu 

(1993), Ibrahim and Galt (2002), Stoica (2004), and Scarlat and Scarlat (2007) present 

reviews of the Romanian transition process in much greater length.  

 

In the transition period (Stage 2 in Figure 1) new legal codes and courts able to enforce 

contracts between newly created firms were introduced (Murrell, 2003). In the early 

years of transition, reform processes aimed to underpin formal market institutions 
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through a greater flexibility in prices, wages and contractual autonomy. However, they 

had to consolidate and learn how to govern more complex relationships. 

 

According to OECD (1998), two types of entrepreneurs emerged in this period. First, 

individuals with previous labour experience in the state sector, who benefit from 

personal connections with banks and engaged in manufacturing. The second group of 

entrepreneurs was composed of educated young businessmen with limited access to 

capital who engaged in sectors with low entry costs, such as shops and restaurants. 

 

Figure 1. Timing of events 

Stage 1 - Central
Planned Economy:
Entrepreneurship was
not formally allowed

Stage 3 - Market Economy:
Entrepreneurial consolidation
and use of Entrepreneurship as
policy tool

Stage 2 - Transition:
Profund Institutional change
leading to the first generation
of formal Entrepreneurs

 

Moreover, as Tismaneanu (1993) remarks, the Romanian society was characterised by a 

strong exaltation of a nationally homogenous community and distrust of market 

relations and an intense cultivation of collective identities and attachments. Arguably, 

the lack of foundation for market-oriented institutions, together with the institutional 

heritage from the Communist era, represented serious problems which could mitigate 

the acceptance of these new institutions after their imposition. In Romania, the old 

power relationships and networks between public administration and managers of large 

enterprises remained during transition (Pasti, 1997), which could indicate why 

Romanian politic and economic development in this stage was still influenced by 

industrial policies from the past. This may help explain the poor economic performance 
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during transition, where attempts at mass privatisation were unsuccessful, industrial 

sectors showed a downward trend and income inequalities increased (Bunce, 2000). 

 

For this first generation of Romanian entrepreneurs, key success factors were marked by 

their access to finance, and their ability to mobilise resources from third parties, which 

predominantly depended on their pass credentials within the planned economy. Given 

the background of these individuals, it is not surprising that the introduction of new 

institutions has been difficult and in some cases inappropriate. Consequently, new 

formal institutions (laws and implementation bodies) were quickly set-up. However, 

their effective implementation came about very slowly as the Romanian society 

gradually assimilated the new values of the market economy into its social routines 

(Clark and Soulsby, 1999).  

 

Hence, in this period individuals were lacking an efficient formal institutional support 

that facilitated the development of entrepreneurial activities in Romania (McMillan and 

Woodruff, 2002). It can be argued that these factors were a combination of informal (the 

legacy from the past), and formal institutional factors, such as the complications in the 

new legal system and the tight macroeconomic stabilisation policies. Another major 

problem facing entrepreneurs was the deficiencies of the financial sector. The 

complexity of the banking procedures, the lack of experience in banking, and the high 

interest rates were important constraints faced by potential Romanian entrepreneurs 

during this stage of transition (IMF, 1996).  

 

These institutional deficiencies represented important entry barriers for potential 

entrepreneurs. A firm’s ability to survive during this period did not depend on the 

ISSN 1843-4428 © 2008 Centre for Entrepreneurship & Business Research 10



development of competitive advantages, but rather on how they engaged through market 

and non-market relations within a complex set of institutions (OECD, 1998).  

 

Despite this, the heritage from the planned economy created a clear supply gap 

concerning trade and services, which individuals interpreted as business opportunities 

(McMillan and Woodruff, 2002). Hence, between 1990 and 1997 645,000 new firms 

were officially established in Romania, many of which were the result of the 

formalisation of activities previously carried out within the submerged economy. 

However, many of these firms were unable to overcome financial constraints, 

corruption, and power relationships that restricted the implementation of these policies. 

Many of these firms had short life cycles as they were created in sectors where entry 

and exit was easy (trade and services) and where there is little fixed and human capital 

(Centre for Small and Medium-Sized Enterprises, 1997). 

 

Furthermore, individuals lacked the necessary entrepreneurial skills to successfully lead 

a new venture within such a complex and turbulent environment. The human capital 

creation process under the planned system may have become less efficient when 

confronted to the market economy. This is because the political structure in these 

countries constrained the accumulation of business experiences, and the educational 

system was biased towards hard sciences and engineering, neglecting social sciences, 

law, business and public policy (Kovacs and Virag, 1995).  

 

Notwithstanding the external environment usually influence entrepreneurship in 

transition economies, history matters and it can be argued that the social context 
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inherited from the planned economy may have negatively affected the social attitudes 

and individual behaviour towards entrepreneurship (Smallbone and Welter, 2001).  

 

Consequently, the first generation of Romanian entrepreneurs was discouraged by 

contradictory social norms and restricted by formal institutional obstacles which had to 

be overcome to succeed in the newly established economic system. This increased the 

probability of failure amongst these new start-ups.  

 

Since 2002, and after a gradual and troubled transition process, Romania has made 

important progress with reforms. This new stage has mainly been motivated and driven 

by Romania’s need to harmonise its formal legal institutions with those of the European 

Union for accession purposes (Stage 3). In its annual report, the European Commission 

(2003b) catalogued the Romanian economic system as a functional market economy. 

For 2002, nearly 70% of economic activity was in private hands, as compared to the 

45% showed in 1995 (Ibrahim and Galt, 2002). The Romanian economy in 2002 

showed significant advances in the gradual opening of key markets such as energy. 

Some key reforms had also been initiated within the country’s banking sector and 

infrastructures. 

 

Arguably, this second transition process linked with Romania’s accession to the EU 

ended with the latest EU enlargement in 2007. This second transition has lead to an 

improvement of Romania’s internal conditions required for the establishment of an 

entrepreneurial society. For instance, statistics from Eurostat show that inflation, after 

the peaked in 2000 (45.7%), shows a decreasing rate between 2002 (22.5%) to 2005 

(9%). Also, entrepreneurial activities are supported by governmental and EU agencies 
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created to this purpose. As can be seen in Table 1, entrepreneurial growth and density 

experienced important increases during this second transition that were consistent 

throughout all regions of Romania. 

 

Table 1. Evolution in the number of Enterprises in Romania (1999 – 2005) 

 Net change in the 
number of firms (a) Enterprise Density (b)

 Total Net 
entries 

Annual Net 
Growth 1999 2005 Annual variation rate 

(1999-2005) 
Bucharest 18,131 6.14% 3.01 4.73 8.16% 
Centre 9,620 4.76% 1.61 2.32 6.27% 
West 9,490 6.13% 1.56 2.40 7.69% 
South 5,563 3.00% 1.16 1.56 4.97% 
South-East 5,660 2.86% 1.61 2.17 4.95% 
South-West 4,216 3.19% 1.20 1.64 5.23% 
North-East 7,023 3.99% 0.98 1.35 5.43% 
North-West 11,030 4.94% 1.63 2.37 6.53% 
Romania 70,732 4.48% 1.53 2.20 6.34% 
Notes: (a) Total net entries refers to the difference between the number of active enterprises in 2005 and 
1999, and Net Growth corresponds to the annual increase in the number of active enterprises from 1999 
to 2005. (b) Enterprise density refers to the number of enterprises per 100 inhabitants.  
The regional distribution follows the NUTS criteria: Bucharest is the capital. Centre includes Alba, 
Brazov, Covasna, Harghita, Mures and Sibiu. West includes Arad, Caras-Severin, Hunedoara and Timis. 
North west includes Bihor, Bistrita-Nasaud, Cluj, Maramures, Satu-Mare and Salaj. North east includes 
Bacau, Botosani, Iasi, Neamt, Suceava and Vaslui. South includes Arges, Calarasi, Dambovita, Giurgiu, 
Ialomita, Prahova, Teleorman. South west includes Dolj, Gorj, Mehedinti, Oltenia and Valcea. South east 
includes Braila, Buzau, Constanta, Galati, Tulcea and Vrancea.  
Source: Self-devised from Lafuente and Driga (2008). 
 

The social traits that may exert an influence over entrepreneurial activities tend to be 

stable over short periods of time (Hofstede, 1980). However, these social traits, as 

entrepreneurial role-models, may experience changes in terms of societal valuation, 

which could lead to an increase the society’s motivations to engage in entrepreneurial 

activities. Therefore, entrepreneurship and the entrepreneur are dynamic concepts that 

evolve over individual’s life cycle (Gartner and Shane, 1995). The second generation of 

Romanian entrepreneurs benefits from a greater practical business knowledge and skills, 

a more positive societal valuation of business creation as a valid career alternative as 
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well as the positive perception of entrepreneurial examples. In addition, this generation 

is exposed to more friendly economic conditions to start a new business, relative to the 

first generation of Romanian entrepreneurs.  

 

The theoretical deductions coming from the literature review presented above, in line 

with the research objectives from the study’s problem statement, leads us to believe that 

the younger generation of Romanians who have been primary exposed to an 

institutional framework based on the market economy will be more positively 

influenced towards entrepreneurial activity by the presence of entrepreneurial examples 

in their close social circle. We therefore formulate our second hypotheses: 

 

H2: The positive relationship between entrepreneurial Role-Models and 

entrepreneurial activities is stronger for younger individuals. 

 

 

3. DATA AND METHOD 

 

3.1 Data 

The data used to carry out this study comes from the Romanian Centre for 

Entrepreneurship and Business Research (CEBR) for the year 2006. The CEBR is an 

organisation that promotes and develops research in the fields of entrepreneurship and 

business economics in Romania. The database provided by the CEBR was collected 

between January and March 2007, and it was designed to provide information about 

selected characteristics of Romanian individuals. Data collection by the CEBR was 

achieved through self-administrated, structured questionnaires where individuals were 
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asked to answer essentially close questions. The questionnaire was also subject to a pre-

test in order to correct potentially misleading or confusing questions. Further detail 

about the questionnaire and the sample used in this research is available from the 

authors on request. 

 

The original database used to reach the aim of this research contained information for 

1343 non-entrepreneurially active and 895 potential and active entrepreneurs owning 

firms which were created after 1990. However, in the interest of following a rigorous 

methodology, only individuals for whom a complete dataset of the independent 

variables can be constructed are included.  

 

As it can be seen in Table 2, data availability limits the sample to 1449 individuals. We 

also observe that our sample has information for individuals from all the Romanian 

regions, where nearly 25% of individuals reside in Bucharest. There is also a significant 

representation of individuals from the South-east (16.56%), the North-east (13.53%) 

and the North-western regions (11.66%). 

 

Table 2. Geographical composition of the sample 

 Total number of individuals % of total individuals 
Bucharest 356 24.57% 
Centre 137 9.45% 
West 120 8.28% 
North West 169 11.66% 
North East 196 13.53% 
South 126 8.70% 
South West 105 7.25% 
South East 240 16.56% 
Total  1449 100.00% 
For details of the regional distribution see Table 1. 
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Furthermore, the regional configuration of our sample is similar to the figures presented 

in a recent report on business demographics in Romania (Lafuente and Driga, 2008), 

which indicates that, for 2005, nearly 22% of firms operated in the capital region, 

whereas in the south-east and north-east regions this proportion stood at 12.76% and 

10.52%, respectively. Finally, similar results are obtained for those regions that show 

the lowest proportion of individuals (West and South-west). In our sample 8.28% and 

7.25% of individuals live in these regions, respectively; whereas for 2005 the values 

reported by Lafuente and Driga (2008) are 9.79% and 8.03% for West and South-west 

Romania. 

 

3.2 Variable Definition 

Before going further we must define what is meant by entrepreneurial activity. From 

our dataset we can distinguish between two types of entrepreneurial activities. First, we 

consider the proportion of respondents who are involved in pre start-up entrepreneurial 

activities. A person is said to be involved in pre start-up activities if he/she has 

undertaken over the previous 12 months any concrete efforts, (such as the development 

of a business plan, the search for finance, the establishment of a team of founding 

partners, etc.) aimed at starting a business without receiving any pecuniary reward for 

doing so. From Table 3 we observe that the level of pre start-up entrepreneurial activity 

in our sample is 7.87%. In addition, South-western region shows the highest pre start-up 

entrepreneurial activity rate (11.43%), whereas Centre region exhibit the lowest (5.11%) 

(Table 3).  
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Table 3. Entrepreneurial Activities by Geographical Region 

 Pre Start-up 
entrepreneurial activities 

Post Start-up 
entrepreneurial activities 

Bucharest 0.0843 (0.2782) 0.1461 (0.3537) 
Centre 0.0511 (0.2210) 0.1606 (0.3685) 
West 0.0833 (0.2775) 0.1833 (0.3886) 
North West 0.0769 (0.2673) 0.1716 (0.3782) 
North East 0.0612 (0.2404) 0.1735 (0.3796) 
South 0.0873 (0.2834) 0.1508 (0.3593) 
South West 0.1143 (0.3197) 0.1810 (0.3868) 
South East 0.0792 (0.2706) 0.1458 (0.3537) 
Total  0.0787 (0.2693) 0.1601 (0.3668) 
For details of the regional distribution see Table 1. 
Standard deviation is presented in brackets.  
 

Second, we identified the respondents who are involved in post start-up entrepreneurial 

activities. A person is considered to be involved in post start-up entrepreneurial 

activities if he/she is owner of a business that has been paying salaries for a period of no 

more than 36 months. In our sample, the level of post start-up entrepreneurial activity is 

16.01%, where the Western region shows the highest post start-up activity level 

(18.33%), whereas the lowest post start-up activity rate is found in the South-eastern 

region (14.58%) (Table 3). 

 

To determine the entrepreneur’s profile we consider a set of independent variables 

commonly found in models trying to explain entrepreneurial activity (Johansson, 2000; 

Uusitalo, 2001; Douglas and Shepard, 2002; Wagner, 2004; Lafuente et al., 2007 and 

Vaillant and Lafuente, 2007).  
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Table 4. Descriptive statistics of selected variables 

 Pre Start-up 
entrepreneurial activities 

Post Start-up 
entrepreneurial activities Overall Kruskal Wallis 

chi-test (medians) 
Pre start-up entrepreneurial activities ----- -----   0.0787 (0.2693)  
Post start-up entrepreneurial activities ----- -----   0.1601 (0.3668)  
Gender (1 for man, 0 otherwise)   0.4649 (0.5010)   0.5862 (0.4936)   0.5604 (0.4965) 4.524 (**)

Age (years) 35.3860 (8.3141) 33.6509 (7.7227) 34.4072 (8.4875) 3.428 (*)

Management Studies   0.6579 (0.4765)   0.5086 (0.5010)   0.5321 (0.4991) 6.885 (***)

Personal knowledge of an entrepreneur   0.2895 (0.4555)   0.1034 (0.3052)   0.2291 (0.4204) 19.168 (***)

Number of observations 114 232 1449  
Standard deviation is presented in brackets. *, **, *** indicates significance at the 0.10, 0.05 and 0.01, respectively. 
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First we consider the individual’s gender. Gender is an important factor explaining the 

different propensity levels of individuals towards entrepreneurial activity. Gender 

distribution of entrepreneurship also determines the character and societal impact of the 

resulting entrepreneurship (OECD, 2004). Depending on the gender system of an 

economy, women entrepreneurial activity levels are usually lower than men’s and, at the 

same time, women’s entrepreneurship tends to have a different industrial configuration 

than men’s entrepreneurship (Carter et al., 2001 and Driga et al., 2008). Women also 

start and manage firms in different ways and for different motivations than do men 

(Brush, 1992). Women often have access to ‘fewer resources, less knowledge and have 

in many countries a lower societal position than men’ (OECD, 2004: 30), nevertheless, 

women’s entrepreneurship has been recognised during the last decade as an important 

untapped source of economic growth (OECD, 2004). Thus, in our models we introduce 

a dummy variable for gender, taking a value of one if the individual is a man, and zero 

otherwise. As it can be seen in Table 4, there is a statistically significant difference in 

the proportion of men involved in pot start-up entrepreneurial activities as compared to 

those who are involved in pre start-up entrepreneurial activities. 

 

The second factor considered is the individual’s age. According to Singh and Verma 

(2001) the decision to become an entrepreneur is affected by different factors along an 

individual’s life cycle. Labour economists, using income-leisure choice models, have 

usually attributed the choice of leisure to older workers (Singh and Denoble, 2003). 

This would indicate a gradual decline in the propensity of individuals towards 

entrepreneurial activity as they become older. This decline usually starts past a climax 

point around the late thirties, at which point most entrepreneurs enter into 

entrepreneurship following a period of labour activity (Katz, 1994). The link between 
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age and entrepreneurial activity is double sided. Whereas older individuals usually have 

greater tangible and intangible resources essential for successful business creation, 

younger individuals often have the greater drive and the needed ambition to persevere 

through the entrepreneurial process.  

 

Most empirical research examines entrepreneurship under a uniform formal institutional 

frameworks where the decision to become entrepreneur is more linked to the access to 

specific resources, knowledge and ambitions. However, would this be consistent in the 

case of Romania?  

 

Here, the predisposition to entrepreneurship is conditioned by both the abrupt 

institutional change experienced by Romania after 1990 (from a centrally planned to a 

market economy), and by the incorporation of new values and traits to society. As we 

indicated in our framework, older individuals, more exposed to an institutional 

framework based on central planning, lacked incentives and the necessary knowledge to 

undertake entrepreneurial activities. Moreover, under this system, self-employment was 

prohibited which hindered the accumulation of business experience and, consequently, 

the presence of role models before 1990. Therefore, these individuals were subject to a 

specific social context inherited from the Communist era that created an institutional 

memory which can negatively affect their attitudes towards entrepreneurial activities in 

the market economy.  

 

To the contrary, those individuals mainly exposed to an institutional framework based 

on a market economy are less likely to be negatively influenced by this institutional 

memory from the past. In fact, younger individuals benefit from a higher exposure to a 
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market economy, a greater business knowledge and skills derived from a more open 

educational system, and to more adequate economic conditions to start new ventures. 

Hence, these younger individuals were moulded under a different set of societal values 

where the positive valuation of business creation as well as the positive perception of 

entrepreneurial examples dominate the landscape of this new informal institutional 

framework. 

 

Consequently, we consider individual’s age as an appropriate proxy variable to capture 

the cultural shift and the resulting institutional memory which conditions the attitudes 

towards entrepreneurial activities.  

 

It is widely recognised that education influences people’s attitudes towards starting their 

own business (Donkels, 1991; Krueger and Brazeal, 1994). Individuals with lower 

education levels may see in entrepreneurship an opportunity to advance, economically 

and socially, beyond the constraints imposed by their formal education (Donkels, 1991). 

However, individuals with lower formal education may have a narrower scope of 

entrepreneurial opportunities available to them (Krueger, 1993). As for individuals with 

higher educational attainments, on the one hand, they tend to have greater technical and 

managerial skills that open up a larger array of possible entrepreneurial opportunities 

(Krueger, 1993). On the other hand, greater formal education levels have also been 

associated with greater employment opportunities, leading to a higher opportunity cost 

of entrepreneurial activity (Johansson, 2000). Regarding the variable definition, our data 

allow us to define education as a dummy variable distinguishing people with university 

studies on management. From Table 4 we observe that respondents who are involved in 

pre start-up entrepreneurial activities show a statistically significant higher level of 
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education on management than that shown by individuals involved in post start-up 

entrepreneurial activities. 

 

The Role-Model effect is a sociological phenomenon that has been widely studied 

(Shapiro et al., 1978 and Gibson, 2004) and has been applied to entrepreneurship as an 

informal institutional factor that can act as stimuli to entrepreneurial activity (Schein, 

1978, Venkataraman, 2004, Lafuente et al., 2007 and Vaillant and Lafuente, 2007). It 

should be mentioned that whereas most of the literature on Role-Models considers that 

the positive effects of the phenomenon come from multiple and cumulated contacts with 

positive entrepreneurial examples, our analysis will limit itself to the personal 

knowledge of at least one entrepreneur in the family circle, i.e., vicarious experience 

according to Davidsson’s (1995) terminology. The effect of the presence of a personal 

acquaintance that has created a business should act as stimuli along the different steps of 

the entrepreneurial process, and this effect is expected to be greater if the 

entrepreneurial example is closely tied to the individual (Davidsson, 1995 and 2004).  

 

Our model will try to determine if this is so and whether the effect is equal for the 

different generations of Romanian entrepreneurs. From the descriptive statistics we 

observe that, on average, nearly 23% of respondents have an entrepreneurial example in 

their family circle, and this proportion is statistically significant higher for individuals 

involved in pre start-up entrepreneurial activities (28.95%) that what is found for recent 

entrepreneurs. 
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3.3 Method 

An individual will become entrepreneurially active if the total consideration of push and 

pull factors considered in the analysis results in a positive decision. It is easy and 

convenient to consider the decision process for becoming an entrepreneur as a process 

that generates a binary choice model. Thus, to identify the differentiating characteristics 

that affect the likelihood to be involved in entrepreneurial activities, one can perform a 

logit regression model estimated by maximum likelihood method (Greene, 2003).  

 

Nevertheless, as shown in Table 3, only 7.87% of all individuals considered in the total 

sample are involved in pre start-up entrepreneurial activities, whereas the nascent 

entrepreneurship rate stands at 16.01%. Consequently, the fact that a person is involved 

in one of the entrepreneurial activities studied here can be considered as a rare event. 

Therefore, the application of traditional logit models in samples where the binary 

dependent variable has much fewer ones (positive response) than zeros (no response) 

may lead to biased results due to the underestimation of the parameter estimates. 

Recently, King and Zeng (2001a and 2001b) developed a method for computing 

estimates in logit models that correct for the presence of rare events or small samples. 

This procedure, labelled rare events logit model, is based on the standard logit model, as 

presented in [1] and [2], but it uses an estimator that generates a lower root mean square 

error for coefficients. Empirical evidence in the entrepreneurship field that have applied 

this methodology can be found in Wagner (2004), Lafuente et al. (2007), Vaillant and 

Lafuente (2007) and Driga et al. (2008). 

 

Parameter estimates from the rare events logit model only indicate the direction of the 

effect of each explanatory variable on the response probability. To obtain a better 
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understanding of the results, we also calculate the first difference, which is the change 

in the probability as a function of a specific change in a variable holding the rest of 

variables constant at their means, i.e., ( ) ( )ˆ Pr 1 1 Pr 1 0x Y X Y Xγ = = = − = = . 

 

To test whether the presence of entrepreneurial Role-Models have an influence upon the 

decisions of the entrepreneurial process we carry out two applications of the same 

model. The first application will take into consideration the interaction term between 

age and the presence of Role-Models to detect the differentiated effect of these variables 

over entrepreneurial activities. The second application considers interaction terms to 

detect the differentiated effect that the presence of entrepreneurial examples have on 

different stages of individual’s life cycle. Thus, the full model to be estimated follows: 

 

0 1 2

3 4

24 5

Entrepreneurial
ˆ ˆ ˆActivities        
ˆ ˆ                         
ˆ ˆ                        

i i i

i i

i i i

Gender Age

i

Management Education Role Model

Age Role Model Region

β β β

β β

β β

= + +

+ + −

+ × − + + ε

<

  [1] 

 

Regional dummies are also introduced in order to account for any difference in the 

intensity of entrepreneurial activities throughout Romanian regions. In terms of our 

hypotheses, we expect that , indicating that the presence of 

entrepreneurial examples exerts a positive effect on entrepreneurial activities, being this 

effect weaker for older individuals.  

4 24
ˆ ˆ0 and 0β β>

 

Finally, we also calculate the proportion of correctly classified (predicted) observations 

as an additional measure of goodness of fit. This is done for the full sample as well as 
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for those observations that are entrepreneurially active (adopter) and those that are not 

(non-adopters). 

 

4. EMPIRICAL FINDINGS 

 

The results of the different applications of the rare events logit model to the 

entrepreneurial activities considered in this paper are presented in this section. The first 

specification found in column 1 of Tables 5 and 6 shows the results from our basic 

model, whereas the second specification presents the results for the full model, where 

the interaction term between age and the presence of entrepreneurial Role-Models is 

considered.  

 

When analysing the results for pre start-up entrepreneurial activities, we find a 

statistically significant influence of being a woman over this entrepreneurship 

dimension. Thus, we observe that the probability of being involved in pre start-up 

entrepreneurial activities of men decreases by 3.14% relative to that for women 

(  in Table 6). Nevertheless, this only holds for pre start-up 

entrepreneurial activities. Our results also indicate that older individuals are more likely 

to be involved in pre start-up entrepreneurial activities, whereas this relationship is 

inconsistently negative in the case of post start-up entrepreneurial activities. Similar to 

Krueger (1993) and Vaillant and Lafuente (2007), our findings reveal that pre start-up 

entrepreneurial activities increase with higher levels of education. The result for the first 

difference shows that . This means that, holding the rest of variables 

constant at their median, individuals with management studies are 3.35% more likely to 

be involved in pre start-up entrepreneurial activities (Table 6). 

1ˆ 0.03142γ =−

3ˆ 0.03352γ =

ISSN 1843-4428 © 2008 Centre for Entrepreneurship & Business Research 25



Table 5. Rare events logit model: The impact of Role-Models on Entrepreneurial 

Activities 

 Pre start-up 
entrepreneurial activities 

Post start-up 
entrepreneurial activities 

 (1) (2) (1) (2) 

Gender (male) -0.4121 **

(0.1999) 
-0.4467 **

(0.2015) 
0.0949 

(0.1467) 
0.0625 

(0.1474) 

Age (years) 0.0217 **

(0.0111) 
0.0318 **

(0.0108) 
-0.0196 **

(0.0085) 
-0.0072 
(0.0086) 

Managerial studies 0.5469 ***

(0.2049) 
0.5169 **

(0.2067) 
-0.0973 
(0.1436) 

-0.1359 
(0.1449) 

Role-Model 0.7406 ***

(0.2063) 
1.8848 ***

(0.3978) 
-1.1107 ***

(0.2271) 
1.9137 ***

(0.3393) 

Role-Model×Age  -0.0393 ***

(0.0122)  -0.0924 ***

(0.0152) 
Regional dummies YES YES YES YES 

Intercept  -3.4490 ***

(0.4760) 
-3.7899 ***

(0.5048) 
-0.8914 **

(0.3537) 
-1.3967 ***

(0.3617) 
Pseudo R2 0.0389 0.0518 0.0286 0.0522 
Log likelihood -383.7162 -378.5456 -619.0889 -604.0624 
LR (chi2) 31.46 *** 43.40 *** 29.80 *** 41.64 ***

Correctly predicted (adopters) 0.5789 0.5526 0.7888 0.6983 
Correctly predicted (non-adopters) 0.6105 0.6375 0.4256 0.4930 
Correctly predicted (full sample) 0.6080 0.6308 0.4838 0.5259 
Observations  1,449 1,449 1,449 1,449 
Robust standard errors are presented in brackets. Regional dummies are included in all specifications but 
they are not shown due to lack of space (The omitted regional variable is Bucharest). *, **, *** indicates 
significance at the 0.10, 0.05 and 0.01 levels, respectively. 
 

Table 6. Rare events logit model: First differences in the probability to be involved in 

Entrepreneurial Activities 

 Pre start-up 
entrepreneurial activities 

Post start-up 
entrepreneurial activities 

 (1) (2) (1) (2) 
Gender (male) -0.02781 -0.03142 0.01244 0.00706 
Managerial studies 0.03652 0.03352 -0.01279 -0.01736 
Role-Model 0.05782 0.19357 -0.11723 0.32519 
Role-Model×Age 18-45   -0.03029  -0.05448 
Role-Model×Age 18-25   -0.01087  -0.02748 
Role-Model×Age 26-30   -0.00487  -0.00889 
Role-Model×Age 31-35   -0.00399  -0.00576 
Role-Model×Age 36-40   -0.00335  -0.00377 
Role-Model×Age 41-45   -0.00278  -0.00234 
Notes: The first difference represents the change in the probability as a result of a discrete change from 
zero to one in the independent variable, i.e. ( ) ( )ˆ Pr 1 1 Pr 1 0x Y X Y Xγ = = = − = = . In the case 

of the interaction terms( , the first difference refers to discrete changes in age()24γ̂ )2X  for individuals 
who personally know an entrepreneur ( , holding the rest of variables constant at their median. )4 1X =
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An interesting result emerges when the variable capturing the influence of Role-Models 

over entrepreneur activities is analysed. Our results from specification 1 confirm the 

positive impact of entrepreneurial Role-Models on pre start-up entrepreneurial activities 

, however, entrepreneurial examples are negatively 

correlated to post start-up entrepreneurial activities 

 (Table 6). This could indicate that, in our 

sample, individuals are exposed to both positive and negative Role-Models. 

( 4ˆ 0.05782 and 0.05p valueγ = − < )

)( 4ˆ 0.11723 and 0.05p valueγ =− − <

 

Specification 2 reports the key findings of our rare events logit model that allows for 

age and the presence of entrepreneurial examples to have a differential effect on the  

entrepreneurial activities considered in this study. We observe that, holding the rest of 

variables constant at their median, the knowledge of entrepreneurial examples have a 

positive and statistically significant influence over pre and post start-up entrepreneurial 

activities, , respectively (Table 6). This is consistent with 

previous studies having use similar variables (Wagner, 2004; Lafuente et al., 2007; 

Vaillant and Lafuente, 2007 and Driga et al., 2008). We are therefore able to confirm 

our first hypothesis (H1).  

4ˆ 0.19357 and 0.32519γ =

 

However, our results clearly indicate that the positive impact that entrepreneurial 

examples exert over entrepreneurial activities decreases with age. To illustrate this, we 

estimated the discrete change in the probability to be involved in entrepreneurial 

activities at different stages of an individual’s life cycle (Table 6). For instance, if we 

compare two identical individuals who have an entrepreneurial Role-Model, but one is 

18 and the other is 40 years old, the probability of the older individual to be involved in 
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pre start-up entrepreneurial activities is 2.66% lower relative to that one for the younger 

person( . Likewise, the probability for post start-

up entrepreneurial activities falls by 5.14% for the older individual as compared to that 

of the younger individual ( ) .  

)24ˆ 0.02660 and 0.05p valueγ =− − <

24ˆ 0.05141 and 0.05p valueγ =− − <

 

When examining the relationship between age and role-models at narrower age 

intervals, our findings indicate that for both entrepreneurial activities considered in this 

study, the negative relationship between age and Role-Models shows a decreasing slope 

(concave curve). Again, our results show that, holding the rest of variables constant at 

their median, if we compare two identical individuals who personally know an 

entrepreneur, being one 18 and the another one 25 years old, the older person is less 

likely to be involved in pre and post start-up entrepreneurial activities by nearly 1.1% 

and 2.75%, respectively, relative to the probability of the 18 years old person (Table 6). 

At this point, we remark that for all the first differences the confidence intervals at the 

95% are negative, which supports that our estimations for the interaction terms are 

statistically different from zero. This allows us to confirm our second hypothesis 

(H2). 

 

Our results give support to the argument that the impact that entrepreneurial role models 

exert on entrepreneurial activities could be generationally driven. On the one hand, 

older individuals may have developed an ‘institutional memory’ due to their prior 

exposition to a centrally planned socio-economic context. Despite the radical formal 

institutional change, this ‘institutional memory’ may have diluted the potentially 

positive effect of entrepreneurial examples over these individual’s attitudes towards 

entrepreneurial activities.  
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On the other hand, the deep formal institutional change that has occurred in Romania 

could be linked to a gradual shift in the societal valuation of social traits which favours 

the establishment of a more entrepreneurial society. Hence, younger individuals who are 

involved in entrepreneurial activities have been mainly exposed to a market economy. 

They therefore appear to be unaffected by this ‘institutional memory’ inherited from the 

past. Accordingly, our results strongly suggest the presence of an evolution in the 

Romanian informal institutional framework, which leads these individuals to exhibit a 

different societal valuation of business creation as well as a more positive perception of 

entrepreneurial examples. These facts help explain the statistically significant greater 

positive effect that the presence of entrepreneurial role models have on younger 

individual’s propensity towards entrepreneurial activities. 

 

5. CONCLUSIONS AND IMPLICATIONS 

 

Entrepreneurship is increasingly being recognised as an indispensable tool for 

consolidating the market based economic system adopted by transition economies. 

Despite this, little is known about the factors that influence the decision to become 

entrepreneurially active in these countries. Academic research has recently 

demonstrated that differences in entrepreneurship levels are in-part explained by the 

varied impact across territories of entrepreneurial role models (Lafuente et al., 2007 and 

Vaillant and Lafuente, 2007). Because Romania passed from a formal institutional 

framework based on central planning to one oriented towards a market economy, it had 

a near absence of entrepreneurial role models when it abandoned central planning. 

These radical institutional changes happened almost two decades ago, and the question 

ISSN 1843-4428 © 2008 Centre for Entrepreneurship & Business Research 29



rising is how did this affect those younger individuals that have lived most of their lives 

under a market system?  

 

The main research objective guiding this paper was to identify whether the impact of 

role models over entrepreneurial activity in Romania is generationally driven. To do this 

a rare event logit model was applied to a sample of 1449 adults residing in Romania, 

where interaction terms between age and the presence of role models were introduced to 

detect the differentiated effect that the presence of entrepreneurial examples have on the 

different stages of an individual’s life cycle. 

 

The main contribution of the study indicates that the influence of role models over 

entrepreneurial activity can be generationally distinct. This distinction appears to be 

marked by the deep institutional change that has occurred in Romania when the country 

abandoned the planned economy to adopt a market based economic system. Those 

individuals that have spent all of their adult life under market institutions were 

significantly more influenced into entrepreneurial activities if they had personal 

knowledge of an entrepreneurial role model. The older the individual, and consequently 

the greater the time spent under an institutional framework based upon a planned 

economy, the lower the impact that entrepreneurial role models had over their business 

creation behaviour.  

 

One of the possible interpretations of our findings is the possible existence of 

‘institutional memory’ when it comes to entrepreneurial role models and their effect 

over entrepreneurship. Past research has demonstrated territorial variance in the 

influence of role models over entrepreneurial activity. This was found to mostly be due 
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to the embedded character as well as the distinct evolutionary path dependency of 

informal institutions across territories. But within the same territory, could a radical 

break in the institutional framework, as has happened in Romania, split the institutional 

references of its population. Could it be that ‘institutional memory’ may contribute to 

distinctions in the influence of social traits over entrepreneurship across generations of 

the same territory? Could it be that a social trait such as entrepreneurial role models, 

known to be significantly affected by the institutional framework, influence differently 

individuals subject to the same institutions. Could the level of ‘institutional memory’ 

that individuals have retained from past institutional frameworks influence the current 

impact of social policy, such as entrepreneurial support policy? 

 

More precisely, the findings of this paper support the argument that entrepreneurship 

promotion, especially in what concerns fostering of an adequate socio-cultural context, 

fertile for new business creation and growth, is more often than not a generational 

process. The search for short-term results for such policies can result, depending on the 

performance measurement tools used, in the mistaken impression that in certain areas 

entrepreneurship support policies are not having the desired impact. 

 

The study presented in this paper was limited to the analysis of the impact of role 

models over entrepreneurial activity. However, our results have opened up many new 

lines for future research, especially within institutional research. There is a need for 

greater investigation into the concept of ‘institutional memory’ and the possible 

contradictions and/or complementarities this may have with the notion of institutional 

embeddedness which has consolidated itself within the academic literature. 
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As with any cross-sectional study, the main limitation of this paper lies in the absence 

of a longitudinal analysis that could have given a greater evolutionary perspective to the 

study. Of course there is also the opportunity to expand on the current research by 

introducing a greater number of socio-cultural variables into the analysis. Further 

studies could also include comparisons with other territories to enrich the institutional 

content of the analysis. 
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